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Trans-Canada achieved substantially improved financial 
operating results during the past year with net income 
totalling $973,075 compared to a loss of $752,487 for the 
previous year. Cash flow from operations improved by 
$643,933 to a total of $386,132 compared to a negative 
cash flow for the previous year of $257,801. 


The working capital position of the Company is not yet 
satisfactory, and measures to improve this are being 
emphasized. It should be noted that over the past two 
years the long term debt of the Company has been 
reduced from a high of $2.4 million early in 1973 to less 
than $1 million at the present time. This reduction, 
together with the necessary improvement in working 
capital will save considerable interest expense and also 
enable the Company to take advantage of investment op- 
portunities in the resource or service industries. 


The business climate for the Canadian oil and gas industry 
remained unsettled during the past year and many future 
commitments were cancelled or postponed by the ex- 
ploration segment of the industry. It is a matter of record 
that Canada is the only region of the world geologically 
attractive for hydrocarbon accumulation that is ex- 
periencing a decline in oil and gas exploratory drilling. 
Despite this decline our service industry divisions enjoyed 
a successful year as customers completed previously- 
made drilling commitments. Continued United States and 
overseas expansion is planned in these divisions to offset 
an expected further decline in activity in Canada. 


The Company’s oil and gas operating results for the year 
did not meet expectations primarily due to the negative 
effects of the Saskatchewan government mineral tax 
surcharge. Expenditures were reduced during the past 
year and few commitments are being made for explorato- 
ry work in Canada. Available funds will be channelled 
into development work or held to be used for the heavy 
expenditures required on our North Sea acreage. 


The agreement with English China Clays which was con- 
cluded during the year, whereby it became an equal 
partner in the overseas operations of International Drilling 
Fluids, created a solid base, both financially and tech- 
nically from which this joint venture can grow and con- 
tribute to future Company profits. 


As a matter of interest to shareholders, the common 
shares of the Company have traded in excess of five 
million shares (more than the issued capital) on the 
Toronto Stock Exchange for the second year in a row. This 
is an unusually high trading level for any company. The 
high and low trades for 1974 were $1.98 and 39c respec- 
tively. 


Mr. W. John Rae has advised that pressure of business will 
not permit him to stand for re-election to the Board at the 


annual meeting and his fellow directors wish to express 
their appreciation for his contribution to the Company. 


All other directors will be standing for re-election at the 
annual meeting and, in addition, Mr. J. W. W. Williamson, 
for many years strongly associated with the oil and gas 
business through the Canadian Imperial Bank of Com- 
merce, will be proposed for election to the Board. 


It is my pleasure, on behalf of the Board of Directors, to 
thank the management and employees of the Company 
and its subsidiaries, divisions and joint ventures for their 
excellent work during the year. Their performance and 
dedication has led to the continued growth and progress 
of the Company. 


On behalf of the Board 


[EF 720 teh nual 


B. A. Macdonald 
President 


February 15, 1975 


TRANS-CANADA RESOURCES LTD. 
PETROLEUM, NATURAL GAS 
& GEOTHERMAL HOLDINGS 
AS AT OCTOBER 31, 1974 


TER: 
Area Interest 


ALBERTA 
5% 
5% 
5% 
5% 
21.7% 
Alderson 12.5% 
Enchant varies 
Bindloss 43.75% 
West Bindloss varies 
100% 
100% 
50% 
5% 
6% 
50% 
varies 


186,103 
SASKATCHEWAN 
Parkman varies 400 
varies 80 
12% 640 
50% 1,836 
50% 1,833 
50% 640 
varies 3,250 
10% 15,360 


24,039 
OTHER CANADA (1) 
Labrador 
(Offshore) 2%(R) 1,646,521 
Coleville 
664,428 


570,591 

Old Crow (N.W.T,) .... 366,083 
Melville Sound 

(Offshore) j 271,500 

69,131 

Monkman (B.C.)....... 27,828 


3,616,082 

WESFAS 
*California 10% 101,835 
“Oregon 10% 96,442 
*Washington 10% 89,992 
10% 114,450 
10% 94,748 
10% 4,860 
10% 3,550 


505,877 
OVERSEAS 

U.K. (Offshore) 54,000 
Holland 
(Offshore) 108,000 
Queensland 
(Australia) 6,000,000 
Rio Muni 
(Africa) 125,000 


300,000 


SES) 


6,287,000 


GRAND TOTALS 10,619,101 


31116)935 


409,267 


* Geothermal rights only 


(1) Net acreage figures not shown for royalty interest, 


NATURAL RESOURCES 
DIVISION 


Exploratory Activity — Domestic 


The Company participated in twenty-two wells in 
Western Canada during the past year resulting in four oil 
completions, fifteen gas completions, one dry hole and 
two tests drilling at year end. Extension drilling at 
Medicine Hat (5), Bindloss (4) and Wander (3) accounted 
for the majority of the gas completions. It is hoped that 
these properties can be brought to market in the near 
future. The most significant oil completion was in the 
Hoffer area of Saskatchewan where the Company now 
has an interest in three excellent producers. 


Exploratory Activity — International 


Trans-Canada entered into a new energy venture this year 
by participating to a ten percent working interest in ac- 
quiring some 500,000 acres of geothermal lease lands in 
the Western United States. Geothermal energy is the 
utilization of steam reservoirs, primarily to produce 
electricity. Geological surveys completed during the year 
were very encouraging and additional monies have been 
budgeted for continued exploration. 


The initial drilling activities of the Company in the United 
States were centered in the Denver-Julesberg Basin and 
resulted in one gas completion, one oil completion and 
three dry holes. Energy development in the United States- 
has been stated as a national priority and the significantly 
higher well head prices make for attractive economic 
prospects. The Company will continue to evaluate 
prospects in the Rocky Mountain areas of the Western 
United States. 


In the United Kingdom additional seismograph programs 
on and adjacent to Block 3/7 have been completed and 
interpretation is expected early in 1975. Exploratory drill- 
ing adjacent to the block has been successful and is con- 
tinuing. Rig availability and casing requirements are being 
assessed for a possible test well in late 1975. 


In the Dutch North Sea additional seismic appears to have 
confirmed the structural potential on Block G-15 as pre- 
viously indicated by reconnaissance programs. Again, 
final interpretation is expected early in 1975. 


In Bangladesh the Company participated in concession 
negotiations with the government for most of the year, 
finally withdrawing because of the onerous terms de- 
manded. 


In Australia the proposed Company interest test well was 
postponed when the government revoked all exploration 
incentives. While discussions are continuing we do not 
anticipate drilling during 1975. 


in Ireland the Company continues to participate in a 
group holding an offshore, non-exclusive prospecting li- 
cence and considerable seismic has been reviewed and 
interpreted by the group. It appears probable that the 
Government of the Republic of Ireland will accept permit 
applications to certain areas during 1975. As details of the 
applications are announced a decision will be made on 
tendering. 


Inflation and the resulting increases in costs of exploration 
and drilling combined with competitive bidding practices 
and regulations calling for increased revenues to govern- 
ment, has, despite the rise in the world wide commodity 
value of oil and natural gas during the past year, placed 
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most overseas exploration beyond the financial 
capabilities of the Company. Therefore, with the excep- 
tion of prior commitments, near term oil and gas explora- 
tion will be confined to North America. 


Minerals 


While the Company has retained certain properties in the 
Province of Saskatchewan, activity has been limited to 
the minimum necessary to maintain these properties. 
New governmental policies on mineral taxation and 
royalties will be carefully studied before increasing 
mineral exploration. 
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Sales Value of Oil Production 
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Oil and Gas Production 


Oil production for the year totalled 111,225 barrels for an 
average of 305 BOPD, with the year’s high of 388 BOPD 
reached during the month of June. The reduction of 50 
BOPD on average from last year was due mainly to severe 
winter conditions, which forced the shut down of half the 
producing properties for some months. New oil produc- 
tion was obtained during the latter part of the year at 
Enchant, Fincastle and Caroline in Alberta and in the 
Hoffer area of Saskatchewan. These new producing areas 
will assist in maintaining an orderly growth in the Com- 
pany’s production. 


The Company now has a working interest in 83 oil wells 
of which 65 (78%) are operated by Company personnel. 


The Company also has a working interest in 30 gas wells, 
all located in Western Canada, and all shut-in awaiting 
markets. We are actively pursuing both markets and 
development to be able to obtain revenue from these 
reserves at the earliest opportunity. 


Proven Hydrocarbon Reserves 
Net after Royalties 
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1.D.F. (Domestic) 


This division supplies drilling muds, chemicals, lost cir- 
culation materials and other specialty products to the oil 
and gas industry, together with trained specialists to ser- 
vice the rigs using these materials. 


An excellent sales effort gave this division a successful 
year in spite of the uncertainties prevalent in the Cana- 
dian oil industry. While the majority of the sales were in 
the Province of Alberta, the division continued to supply 
materials and engineering services for programs in the 
Mackenzie Delta and Canadian Arctic Islands. 


Drilling activity is expected to increase significantly in the 
Western United States and Alaska in the coming years 
and we are currently undertaking sales and activity sur- 
veys, which will undoubtedly lead to a greater expansion 
into these areas. 


1.D.F. (International) 


The agreement with the U.K. company, English China 
Clays, which was concluded during the year, resulted in 
this wholly owned division becoming a 50% joint-ven- 
ture. The financial position of the venture was considera- 
bly strengthened as a result of the agreement and the 
technological expertise brought to the venture by English 
China Clays will enhance our research projects and tech- 
nical strength. 


The venture is obtaining significant volumes of business 
and is basically operating at capacity, with shortages of 
materials and experienced personnel being the limiting 
factors. Research projects and the newly formed mud 
management school will help to alleviate these problems. 


While operations have been concentrated in the North 
Sea, men and materials have been provided for contracts 
throughout Europe, North Africa, the Middle East and the 
Far East. A firm base for future expansion and growth in 
sales volume and profits has been created in the three 
years since this division (and now joint-venture) was first 
conceived and implemented by the creating of I.D-F. 
(U.K.) 


Oilind Companies 


These Companies specialize in protecting men and equip- 
ment in the oil and gas industry against conditions that 
kill. In particular it protects them from arctic weather, cor- 
rosion and deadly gases. It has led the way in the Cana- 
dian oilfields in acquiring and designing time-proven 
workable products, methods, equipment and clothing to 
save lives and protect investments. 


SERVICE INDUSTRIES 
DIVISIONS 


The Companies have had a very successful year in both 
sales and financial results with the main improvement 
coming from operations conducted in the United States. 
The market for the Companies’ products and services in 
the United States, and in particular in the Rocky Mountain 
areas, appears quite substantial. Additional staff is being 
engaged and organizational changes are being made to 
more fully service the available business. 


A joint-venture arrangement, in which Oilind Interna- 
tional will participate to a 25% interest, is near comple- 
tion, and will expand operations currently being con- 
ducted in the Middle East area. 


Research and Development 


The prevailing climdte of rapid technological change and 
increasing competition on both domestic and interna- 
tional levels dictates that a successful organization must 
maintain a strong research and development effort. 


This division maintains continuing programs on problems 
relating to the oil and gas industry and is presently con- 
centrating on corrosion inhibition, computerized 
rheology and drilling fluid product improvement. 


A new concept in training, run entirely by the staff of R & 
D, is the Mud Management Training Centre. This is a cer- 
tified technical school which trains new employees, tech- 
nically upgrades the knowledge of existing personnel and 
gives seminars for oil industry employees. The school was 
formed to combat the shortage of trained personnel 
brought about by the ever-increasing world-wide search 
for oil and gas. This school is another example of the 
Company's effort to remain innovative and technically 
competitive. 


The division continues to receive valuable support from 
various government assistance programs. 


Employees 


Seventy-four persons were employed by the Company 
and its subsidiaries at October 31, 1974. This is a reduc- 
tion from the eighty-seven persons reported as employed 
at the end of the previous year and is the result of not 
counting those employees of companies which were pre- 
viously subsidiaries but which are now 50% owned. Total 
salaries, wages and benefits paid to employees for the 
year ended October 31, 1974 totalled $1,199,474 com- 
pared to $958,568 for the previous year. 


The employee benefits program was improved during the 
year by the addition of basic dental care insurance 


coverage, with the cost being borne equally by the Com- 
pany and the employees. 


Total revenue for the year increased by 48% to $8,208,- 
083 from $5,543,608 for the previous year. Net income 
for the year was $973,075 compared to a loss of $752,487 
for the previous year. Before extraordinary items, income 
totalled $28,104 compared to the loss of $752,487 last 
year. Significantly improved operating results provided 
funds of $386,132 compared to funds used for operations 
last year of $257,801 for an improvement of $643,933. 


Working capital at year end totalled $132,694, a reduc- 
tion of $96,905 from the previous year. Major capital ex- 
penditures by |.D.F. (U.K.) while it was still a subsidiary, 
together with an advance of $275,307 to a 50% owned 
company in the |.D.F. overseas operations were the major 
expenditure items which precluded an improvement in 
working capital. The agreement with English China Clays 
Limited, described below resulted in $636,827 being 
eliminated from consolidated working capital, which was 
partially offset by the repayment of advances of $324,219 
and the proceeds received on sale of shares of $226,820. 


On August 2, 1974, the Company concluded an agree- 
ment with English China Clays Limited, a U.K. company, 
whereby E.C.C. and T.C.R. participate equally in the over- 
seas operations of Trans-Canada’s International Drilling 
Fluids division. Thus, the companies in the |1.D.F. overseas 
operations became 50% owned companies rather than 
subsidiaries. The activities of International Drilling Fluids 
| in North America were excluded from the joint venture 
| and remain a wholly owned operating division of Trans- 
Canada. Trans-Canada received $226,820 for the sale of a 
portion of its shareholdings in subsidiary companies to- 
gether with the repayment of a major portion of its ad- 
vances to I.D.F. (U.K.) Limited, and in addition E.C.C. 
made an equity investment in |.D.F. (U.K.) of 500,000 
Pounds. The gain on the sale of the subsidiary companies 
shares of $234,513 and the increase of $598,690 in the 
value of T.C.R.’s equity in I.D.F. (U.K.) by reason of 
E.C.C.'s investment are included in income for the year as 
extraordinary items. 


During the year, changes were negotiated in the interest 
and conversion terms of the 9% Series A Convertible 
Debentures such that the interest payments due Decem- 
ber 15, 1974 and June 15, 1975 together with previously 
deferred payments due December 15, 1973 and June 15, 
1974 were all deferred to December 15, 1975. The 
conversion price of $1.00 per share was extended to 
December 15, 1975 and thereafter at $1.25 to December 
15, 1976, and $1.50 to December 15, 1977. On Deben- 
tures converted prior to December 15, 1975 no interest is 
payable. 


During the year, the Company issued 372,000 treasury 
I shares on conversion of $372,000 principal amount of its 
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Series A Convertible Debentures. Other shares issued in- 
cluded 19,050 upon exercise of stock options and 23,835 
in payment of employee bonuses. Total shares out- 
standing at the year end were 4,528,623. 


Subsequent to the year end, the Company sold a 75% 
working interest in the Wayne-Rosedale oil producing 
property for a consideration of $800,000 and committed 
to spend $400,000 by December 1, 1975 on develop- 
ment or alternately, spend $100,000 and repay $300,000 
to re-purchase a 25% working interest. Bank production 
loans were reduced by $275,000 on closing of the agree- 
ment. 


Under the terms of the Series A Convertible Debentures, 
the transaction required approval by holders of at least 
66-2/3% of the principal amount of the Debentures out- 
standing. To obtain this consent, the Company agreed to 
grant the Debenture holders a specific charge on the 
Company's producing oil and gas properties subject to 
permitted borrowings of $150,000, and also to provide a 
specific charge on the shares of International Drilling 
Fluids (U.K.) Limited. 


At year end the Company was in default under the terms 
of the Debentures because of insufficient working capital. 
Primarily as a result of this, the Company has agreed to 
apply to the various regulatory bodies for their approval 
of the following changes in the terms of the Debentures, 
in consideration of the Debenture holders waiving their 
rights as a result of the Company being in default. 


1. Deferred interest shall be paid and future interest 
shall be paid currently. 


2. Conversion price is to be changed to $0.50 per share 
from December 15, 1974 to December 14, 1975, to 
$0.625 per share thereafter to December 14, 1976, 
and to $0.75 per share thereafter to December 14, 
1OTTe 


3. The right of the Company to call the Debentures on 
or after December 15, 1975 is to be cancelled. 


4. The Debentures shall automatically be converted to 
common stock when the market price of the stock on 
the Toronto Stock Exchange is, for a period of ninety 
consecutive days, above twice the highest conver- 
sion price in effect during that period. 
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CONSOLIDATED STATEMENT OF OPERATIONS 


Revenue: 
Sales and other operative revenue 
Oil production revenue 


Costs and expenses: 

(CORE GU CRTIESE Sf oso SIR SRE Caer cc eat ee a eS 
Administration, selling and general (Note 8) 
Interest on long-term debt 
Other interest 
Depreciation 

Ol tel mwa R ee rer et ruh ne ne eet, we en etree et ale, ee: ee 
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Resear cial devclopmentscosts: WICten Olimar tae ay nee se 
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Other income (expenses): 
Loss from discontinued operations and disposals 
of applicable assets including depreciation of 
oy OP year mMOnuZaiOle Ole >) 02.6 sy anee ce Mie ieee reese eee 
GiainmOnesERON XO CRASSOLS Amt atel: (retort cca tsar carte eat ea en, ee aie ume Bete ke 


Income (loss) before income taxes, 
minontyeinterest and extraordinary ttemMsS.a. 20: aa aes eee ieeaan 
Income taxes (Note 9): 
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BGT Che Cl een PN SG AR 5 fas ratte Vt Wing Mie hE NR ens aareat UN ay 


Loss before minority interest and 
@xtraOraiivarye (cel Seracwewets «ie, deaitoey. coke et nce atel hae ahem ese Ny 
AIRFOICVeIICChestrns OSS Olva: SUDSICIALY ee use, uel, am aiat en wince. «circ emer es 


incomes loss) before extraordindly items quis .caernw cere venice cree 
Extraordinary items: 
Recovery of income taxes from loss carry-forward ........... 0... cece eee 
Gaimeon, sale ol shares of subsidiary company (Note. 11) eo 2e eeeen esate seer 
[nefeaseun equity 01-50% owned company (Note 11) 2s. ate ase. sem. mae 


[COME OSS) LOF- Les Veal a. eh. occa slur eich ane ty eralece eee race 


Earnings per share (Note 10): 
Income before extraordinary items — 


Year ended October 31 


1974 


$7,780,712 


427,371 


8,208,083 


5,667,339 
1,898,081 
37,701 
66,501 
163,001 
78,372 
64,345 
45,394 


87120;790 


87,293 


59,428 
64,252 


123,680 


210,973 


213,018 
7,052 


220,070 


(9,097) 


(37,2011) 


28,104 


(fn ZA ete) 
234,513 


598,690 


944,971 


973,075 


1973 


(Restated) 
(Note 9) 


$5,220)265 
323,343 


5,543,608 


4,389,457 
1,245,293 
134,871 
Daal 

IS 3e7 17, 
68,519 
71,435 
224A 
37,174 


6,134,888 
(591,280) 


(196)5 17) 
1,147 
48,026 


(147,344) 


(738,624) 


30,724 


30,724 


(769,348) 
(16,861) 


(752,487) 


$ (752,487) 
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CONS OHDATED 
BALANCE SHEET 


ASSETS 
October 31 
1974 1973 
Currents assets: 
CASH tebe fe eo tol eR te RD ie Ca les ld Re or A aE Ny AclO MM nY A $ 162,713 
Accounts receivable x 3c eit pete tae ni eh 1,229;92741 1,399,570 
Due from 50%: GWnedicompaniesa cam rs. eiiic)ci: eerie rane one ee ree eer 268,277 — 
Inventories (NO tee 2) Cis he tie eather eke eee a a Re NEierore n aeea 710,190 1,173,226 
Prepaidtexpense and, ‘Others sacra ch seiecten eee tes ec) cence ent ee eee 27,244 81,754 
2,495,819 DER2R MGS 
Investment in and advances to 50% owned 
companies (Notes 1(a) and 11): 
LEY VWESUITICTA ice ee ese a eee tec Saari a ree Cars corr ts) Se og toe gee 641,688 Hoyle 
PAV ATICES fice ees Pe Reger Bs roe ea er atte eg a es an weco7TaAle — 
11,249 11 56,919 
Capital assets, at cost: 
Oil, gas and mineral properties including 
exploration and development costs (Note 1(c)) ..2.........6.0500050cen- 2,205,316 1,959,748 
LesssAccumulated depletion’) aie: satesoc emerson eee ae 208,805 130,433 
1,996,511 1,829,315 
Property, Dlantsand equipment s(NOte 53) serene ear 1,094,470 128531 Gae 
Lesss Accumulated depreciation) seer ite at eae ee eee : 388,121 381,200 
706,349 903,918 
2,702,860 DMA OO 
Other assets and deferred charges: 
Deposits and -otherie. Sg.) ©. snore Sime ede ta) eect ne ee 124,641 53,728 
Goodwill lessramounts amortized mINotes 1a) lee te eae een 410,285 436,885 
Organization and start-up costs less 
AMOUNTS <a MOCUIZEC a INGL Ee! 1i() eee reer arnt ee Sal Oval 69,674 
Research and development costs less amounts 
amortized (Note (a) }i beet, elec sk ycasen Cee eee eine oA 82,029 136,176 
668,626 696,463 
APPROVED ON BEHALF OF THE BOARD: 
Vee ee Stes 
il k oe Director 
$7,116,406 $6,308,878 
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LIABILITIES 


Current liabilities: 


Bank indebtedness — secured (Note 4).............00.000e0aee 
Accounts payable and accrued liabilities ....................... 
MeOiiesta Xess Daya DiC wreneta ciated. wan ear Ca cman irene: cra lcaat 
SU emim@onLOnEO mone ten Te Ce Lemans ae cn fire amie nrs es ea tare 


Long-term debt (Note 5): 


Balla aa Cal iSe—— (SC CULE Cl aewete aan te: Ane eum ee die ern Syl a Ue 
Domo CHlesa AG Convertible: debentures=.s5. soa. aca es Soa ee an 
EMDIOVECEDOMUSess PAV alle maungm sn ieNm ann teil aan ie ee eee 
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SHAREHOLDERS’ EQUITY 
Share capital (Note 7): 
Authorized — 
7,000,000 shares without nominal or par value 
Issued — 


AUIS WG) 159 getters [AS isk cM SV GVeDGIABIISS) o.com dogs someones 6 
POM DULG ISU OLUS uriarein are Crate ts erences wobnt nc eee ota Jor terete 
DY STA CGTLS: acl chen amie acre Aa an ee Ae eRe ees ee PTR tenes 


Commitments and contingencies (Note 12) 


October 31 
1974 1973 
(Restated) 
(Note 9) 

$ 630,124 $ 385,418 
127 OOks 2,014,600 
110,674 43,937 
YX ye yoM Ky) 148,709 
2 NOS, ZS 2,592,664 
686,124 505,000 
683,000 1,055,000 
227962 34,306 
76,208 81,849 
1,468,294 11,076,155 
265,319 148,709 
P2027 975 1,527,446 
4630 41,831 
4,862,960 4,437,296 
13,500 13,500 
(1,330,784) (2,303,859) 
3,545,676 2,146,937 
$7,116,406 $6,308,878 
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Financial resources were provided by: 
Operations — 


Add: Loss from discontinued operations and 


Add (deduct): 
Depreciation, depletion, amortization, recovery 


Equity in income of 50% owned companies less 
dividend received (1974 - $51,000; 1973 - $50,000) 


Sale of assets (1973 - including funds from 


Financial resources were used for: 
Working capital of previously wholly-owned subsidiary 


Less: 


Purchase of shares of subsidiary companies plus 


Less: Issue of share capital as partial consideration 


Oil, gas and mineral properties (1973 - less share 


Reduction in long-term debt, less share capital of 


Other assets and deferred charges 


Increase (decrease) in working capital 


Working capital at end of year 


tz 


income (loss) before extraordinary items ........... 


disposal ‘ot applicablelassets s.ar7 a aes 


Or IMCOMME CaS AINE] OUAA? 2 cacescsocvscancvecn 
Minority interest in loss of a subsidiary ............ 


Funds provided by (used for) operations ....... 


discontinued Operations) veges: eran ween: 
Sale. ot ollandegas:Dlope [tye eaten ee eee eee 
| Long-term debt fom awe sae ae ere 3) aman eens 
Issue of share capital for cash (Note 7) .............. 
Oper eo did Selene ty acai: a rt ena moans AR ne Rr 


converted to a 50% interest (Note 11(c)) .......... 


Proceeds received on sale of shares ........... 
Repayinent-OfadVaneecr mater et seer oe 


working capital deficiency acquired (Note 11(c)) .... 


capital of $42,000 issued in payment) ............. 
Hie ecsiah)e foe las clirelrs Vijelute? cou connsuovocodoecan. 


$395,835 issued in payment (1973 - $845,000) ..... 


Working capital (deficiency) at beginning of year ....... 


UU e cnanSs= 0s cRORaRGdae GRG2SsGRURET ES EES Ut. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


Year ended October 31 


1974 1973 
(Restated) 
(Note 9) 
$ 28,104 SME om) 
= 196,517 
28,104 (555,970) 
408,481 313,056 
(37,201) (16,861) 
13,252) 1,974 
386,132 (257,801) 
Pap 5/5) (44 MASS AGS 
= 500,000 
446,005 2,247,849 
ay 1145 23,475 
W774! 20,586 
W137, O78 2 OT Om 

636,827 — 

226,820 — 

324,219 == 
—_— OB 2543) 

—_ 460,000 
85,788 B24 
262,166 349, 422 
489,923 199,623 
290,156 538,963 
106,842 9,300 
e235 4G 1,669,851 
(96,905) 1,107, 519) 
DNS) NSIS) (877,920) 

$ 132,694 $ 229,599 


| “H"ercnanss=Qlcnancecdan Hesssapanerase2ss vr. 


AND SUBSIDIARY COMPANIES 


CONS ORD ATED ss Ae Miri ® Eben Gil 


Year ended October 31 
1974 1973 


(Restated) 
(Note 9) 


Deficit at beginning of year: 
SOLE VIOUSIVETEDOCLEC aan ier. tot, fot ape seg wt data ae pe ae ane ea $2,331,059 $1,604,372 
Elimination of deferred income taxes resulting 
from the retroactive adoption of the tax allocation 
method of accounting for timing differences 
involving lease acquisition and exploration 


eCMOE Ve OMe ctCOS lst Mirae (Oman me te ne rln, hole arenes hts enter saat 27,200 53,000 

INS SENT Nc WOR Sa er tle ere SR eNO tne ee Re EE PON oll eR Rare An a a 2,303,859 11,551,572 
PGGMeM OSS UROT stn Calis eareca ny mes Maier haha cat el A ceanieicn anh a steed extn oe aa oss aS 973,075 (752,487) 
Dencitedtrendson Calms e mer eh toe, Pee WAN See) Gao SENG $1,330,784 $2,303,859 


AUDIM@RSSRER@RG 


To the Shareholders of 
Trans-Canada Resources Ltd. 


We have examined the consolidated balance sheet of Trans-Canada Resources Ltd. as at October 31, 1974 and the con- 
solidated statements of operations, deficit and changes in financial position for the year then ended. Our examination of 
the financial statements of Trans-Canada Resources Ltd. and those subsidiaries and a 50% owned company of which we 
are the auditors included a general review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. We have relied on the reports of other auditors 
who have examined the financial statements of other subsidiaries and 50% owned companies. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at Octo- 
ber 31, 1974 and the results of their operations and the changes in their financial position for the year then ended, in ac- 
cordance with generally accepted accounting principles applied, after giving retroactive effect to the change to the tax 
allocation basis of accounting for timing differences involving lease acquisition and exploration and development costs 
referred to in Note 9 to the consolidated financial statements, with which we concur, on a basis consistent with that of 


the preceding year. 


In accordance with Section 212 of the British Columbia Companies Act we report that, in our opinion, due provision has 
been made for minority interests. 


Me ee 
Calgary, Alberta ACCE A litheute LOO. 


January 14, 1975 Chartered Accountants 
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a et Pe ed 9 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


OCTOBER 111974 


Accounting policies: 


The consolidated financial statements include the accounts of the Company and its subsidiaries all of which, with 
the exception of Jagor Resources Ltd. (53% owned), are wholly-owned. The excess cost of subsidiaries and 
businesses acquired over the related net asset values at dates of purchase is shown as goodwill and is being amor- 
tized over twenty year periods from date of acquisition. 


The Company follows the equity method of accounting for its investment in 50% owned companies. Under this 
method the cost of the Company's investment is adjusted for its share of undistributed earnings or losses and capital 
transactions of the 50% owned companies. The Company's share of earnings of these entities is shown separately in 
the consolidated statement of operations. 


The Company has changed its policy effective with the current year to record its share of the earnings of 50% 
owned companies to September 30, which is the fiscal year-end of all these entities. Previously the share of earnings 
to October 31 had been recorded. This change has no material effect on earnings reported for the current or prior 
years. 


Current assets and current liabilities of foreign operations were converted to Canadian dollars using the exchange 
rate at the date of the balance sheet. Other foreign assets and liabilities were converted at the rate in effect at the 
time the original transactions took place. Revenue and expense items were converted using average rates of ex- 
change throughout the year. 


The Company follows the full cost method of accounting for oil and gas operations whereby all costs related to the 
exploration for and development of oil and gas reserves are capitalized. Costs capitalized include those related to 
acquisition of petroleum and natural gas rights, geological and geophysical exploration, lease rentals on un- 
developed properties, drilling of productive and non-productive wells and applicable overhead expenses. Proceeds 
on disposal of properties are ordinarily deducted from such costs without recognition of profit or loss. All such costs 
are depleted on a composite unit-of-production method based on estimated proven reserves of oil and gas. 


Direct costs applicable to mineral properties are capitalized and are charged to income when the property is aban- 
doned or tests indicate that reserves do not exist in sufficient quantities to obtain commercial production. 


Research and development costs applicable to projects developed by the Company's research and development 
division which are determined to have material future benefits are capitalized. Amortization of such costs is being 
provided over a seven-year period. Should certain projects be determined upon annual review not to have the 
future benefits originally anticipated the applicable costs net of amortization are written off to earnings. 


Start-up costs relating to new areas of operations are being amortized over a five-year period. 


Depreciation of production and related equipment is calculated by the straight-line method at the rate of 5%; 
automotive equipment by the diminishing balance method at rates from 30% to 50% depending on usage; rental 
equipment by the diminishing balance method at the rate of 20%. 


inventories: 


Inventories consist of the following: 


1974 1973 


Drilling fluids, at lower of cost or 
Netireal Zab leva lies re eer tee ee tee ce $537,909 $1,072,841 
Safety supplies, equipment and parts, | "pe 
at lower of cost or net realizable value 


at lower of costior netrealizable valli einen tuners een 145,842 96,328 
Oil, at net realizable value 


TE TRE Re OES MRE RC Ee AR ROA es Fo, 5 che 26,439 9,057, 
$710,190 $1,178,226 


—— 


3. Fixed assets: 


1974 1973 
Accumulated Net book Net book 


Cost depreciation value value 
EFOCUCUION CQUIDIMEN brn weak ieee mee ee $ 486,454 $ 91,276 $395,178 $453,602 
AU COMOUVELCCUIDOM EN trier amr me nian 217,804 907321 127,483 76,082 
Rentalkequipment mae.) Aen een ee. 124,820 68,253 56,567 57,289 


Othetiepere se ee ie ae fa Aen 265,392 138,271 I27nl2a 316,945 
$1,094,470 $388,121 $706,349 $903,918 


4. Bank indebtedness: 


Current bank indebtedness, secured by a general assignment of accounts receivable, a floating debenture in the amount 
of $300,000 and the Company's shares in Jagor Resources Ltd., is repayable as to $50,000 in United States funds and the 
balance in Canadian funds. 


5. Long-term debt: 
(a) Bank loans — 


The loans are secured by certain oil and gas properties and bear interest at 1-1/2% to 1-3/4% above prime rates. The 
loans require principal payments of $165,000 annually and are repayable as to $427,000 in United States funds and 
the balance in Canadian funds. Although the loans are on a demand basis, a portion is presented as long-term 
liability in accordance with the agreed terms of repayments. The current portion includes $60,000 payable upon 
receipt of proceeds of sale of certain properties. 


(b) 9% Series A Convertible Debentures — 


The Debentures are convertible into common shares of the Company at a price of $1 per share up to and including 
December 14, 1975; thereafter at a price of $1.25 per share up to and including December 14, 1976; and thereafter 
at a price of $1.50 per share to maturity on December 15, 1977. Interest payable on December 15, 1973, June 15, 
1974, and December 15, 1974 has been deferred to December 15, 1975. On Debentures converted prior to Decem- 
ber 15, 1975 no interest is payable. The Debentures may be redeemed without penalty after December 15, 1975. 
They are secured by a floating charge on the assets of the Company subject to permitted encumbrances. Certain 
changes to the Debentures, as disclosed in Note 14, have been approved subsequent to October 31, 1974. 


(c) Employee bonuses payable are the amounts due under certain contracts described in Note 6. 


(d) Other secured liabilities consist of various finance contracts covering certain equipment purchases. The contracts 
are being retired by monthly payments of principal and interest over various periods not in excess of three years. 


(e) Amounts to be repaid during the years ending October 31 are: 1975 - $265,319; 1976 - $196,416; 1977 - $852,473 
(including $683,000 of convertible debentures); 1978 - $123,750; 1979 - $7,374. 


6. Provision for employee bonuses: 


The Company entered into contracts with certain employees on January 3, 1970, under which the Company is currently 
committed to pay these employees $27,554 on January 3, 1975. The agreements provide for these payments to be made 
either in cash or by the issue of notes, at the Company's option. Such notes would bear interest at 3% per annum, would 
mature fifteen years after issue and would be convertible, at the holders’ option, into shares within sixty days of issue, at 


hee? price related to quoted market price. 


We) 


7. Capital stock: 


(a) The changes in issued share capital are summarized below: 


Balance, beginning of year 
Issued as partial consideration for 
acquisition of subsidiaries ........ 
Issued on conversion 
of Series ‘‘A’’ debentures 
Issued upon exercise of stock options 
Issued for properties 


Issued in payment of employee bonuses ... 


1974 

Number of Share 

shares capital 
eee ee 4,113,738 $4,437,296 
Nees aii. 372,000 372,000 
ane 97050 13,145 
ce DRIGIS) 40,519 
4,528,623 $4,862,960 


1973 

Number of Share 

shares capital 
2,643,317 $2,984,676 
460,000 460,000 
845,000 845,000 
IM SO Dey AS) 
42,000 42,000 
ipa 82,145 
4,113,738 $4,437,296 


(b) As at October 31, 1974 the Company had reserved a total of 1,506,442 of its authorized but unissued shares as 


follows: 


(i) 225,000 shares under an Employees Stock Option Plan. 


(ii) 683,000 shares to provide for the conversion privilege under the terms of the Series ‘‘A’’ Convertible Deben- 


tures of the Company. 


iii), 44,442 shares to provide for the conversion privilege under promissory notes issued in January 1975 in payment 


of employee bonuses (Note 6). 


(iv) 554,000 shares to provide for the purchases of certain oil and gas properties from the President or companies : 
controlled by him subject to approval by regulatory authorities. 


Employee stock options to purchase 200,650 shares were outstanding at year end including 57,300 to officers and direc- 
tors. Options are exercisable from time to time for six years. Details of options outstanding are as follows: 


28,450 shares 
3,300 shares 
48,900 shares 
8,000 shares 
5,250 shares 
12,000 shares 
14,750 shares 
54,000 shares 
26,000 shares 


at $0.69 per share exercisable to 1978 
at $1.07 per share exercisable to 1978 
at $0.90 per share exercisable to 1979 
at $1.03 per share exercisable to 1979 
at $1.05 per share exercisable to 1979 
at $1.24 per share exercisable to 1979 
at $1.34 per share exercisable to 1979 
at $0.86 per share exercisable to 1980 
at $0.90 per share exercisable to 1980 


8. Remuneration of directors and officers: 


Remuneration of directors and officers for the year ended October 31, 1974 aggregated $168,697 (1973 - $118,957). 


9. Income taxes: 


(a) For income tax purposes, the Company is entitled to claim deductions for lease acquisition and exploration and 
development costs and capital cost allowance (depreciation) in amounts which may vary from those charged to ex- 
pense in the financial accounts. During the year, in response to a recent ruling of the Canadian Provincial Securities 
Administrators, the Company retroactively adopted the tax allocation method of accounting for timing differences 
involving lease acquisition and exploration and development costs. Previously, deferred taxes were not provided for 
these timing differences. As a result of this change the 1973 financial statements have been restated, 
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10. 


As at October 31, 1974 the Company had written off in the accounts amounts in excess of expenses and deprecia- 
tion claimed for tax purposes as follows: 


Leaseracquisitionrand exploration and development costs... 0 es0.4. santa aes oan $500,000 
Beprectablercap ltaliascetc wang sere cree ate oleracea bss ule Ao an Gent ac eee ae her eed 165,000 
OMA ALSL Tage Seca: ROE aah ie PE BOE mCi a eg eR nay cle IM ts oI OT ne SOE NC Re, (120,000) 
545,000 

Less: Portion of increase in equity of 50% owned 
companyewhieh may be taxable Upon realization, .72.25.25.4.000.5.4s.¢00es ose eee. 299,000 


$246,000 


No provision has been made in the accounts for possible future tax benefits which may arise from these items. 


The statement of operations shows a provision for income taxes in the amount of $220,070 in relation to income 
before taxes of $210,973. The income tax expense is computed on income of individual companies which is greater 
than the consolidated income reported because of losses of certain companies in the group. Future tax benefits ap- 
plicable to these losses have not been recognized. 


Earnings per share: 


Basic earnings per share have been calculated using the weighted average number of shares outstanding during the 
period. For purposes of calculating the fully diluted earnings per share, the earnings have been adjusted to reflect the in- 
terest reduction arising on the conversion of 9% convertible debentures and imputed interest at 10% on funds received 
on the exercise of stock options, less applicable income taxes. 


11. 


(a) 


Sale of 50% interest in subsidiaries: 


Effective August 2, 1974, the Company sold 20% of its shareholdings in International Drilling Fluids (U.K.) Limited 
and 50% of its shareholdings in International Drilling Fluids Limited, a Bermuda Company. The Company's interest 
in International Drilling Fluids (U.K.) Limited was reduced to 50% through an additional equity investment from the 
purchasing company of £500,000 U.K. 


The transactions have been accounted for by recording a gain on the sale of subsidiary companies shares of 
$234,513 and by recording an increase in the investment account for 50% owned companies of $598,690, being the 
Company's increase in equity due to the equity investment by the purchasing company. These amounts have been 
taken into income for the year as extraordinary items. 


The statement of operations consolidates the results of operations of the two previously wholly-owned subsidiary 
companies to July 31, at which time the equity method of accounting was adopted and 50% of the earnings of the 
two companies from August 1 to September 30 are included in the statement of operations (Note 1 (d)). 


The net assets (removed) or added, with comparative figures for the previous year, are as follows: 


1974 1973 

Investment in and advances to 50% owned companies ..............+.005- $888,366 $ 58,893 
Gyilralicer as eOr Oe Uc smmmew Mum 3 oe Stat ya isn as peta Geen. cokers Ws aya — 6227521 
EIXGCIEAS SE 1S aa Gata Osean rare Ne teiatr acy = hie OT a otro cls oe wnat siar aloe, sear Poon (258,729) 416,659 
Rare te re Ruth, sce. eG Gdetcsrat ase ch Sauce RE ea ar re ae — 216,718 
GET eTeAS SC CS Teme Mee em IT REN ea cred asvmviTs a of UMtae ak ook oe aan RC a — 32,358 
DGIEMEGunGOMeslAX GS mae mee te aac OIC eah nc ia icy tee pect are emer 7,190 — 

Were Ieee C1SL® cic eae aston wears eRe ee he eae — (255,914) 
PAIMOMC VAIN Tel eS Unmne nny eter. Aut ites cokrataenn See ere mane ca — (58,692) 


$636,827 $1,032,543 
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(d) 


13. 


. Commitments and contingencies: 


If the sale had taken place effective November 1, 1972 the consolidated revenue, income before extraordinary 
items, income for the year and earnings per share of Trans-Canada Resources Ltd. would have been as follows: 


1974 1973 
Proc fOrma TEVENUEC mira sc tenet ite eta a et ieee cue cae ee ee $4,798,642 $2,698,432 
Pro: forma. income: (loss); before extraordinary (temSe sess ster ee eee: (19,285) (789,129) 
Pro torma income tor thesyGat ae 5 42.3 onan oe oe ie eee Silploy, (789,129) 
Pro forma — Earnings per share: 
Bash mii Bar oa coum eo OSE ced deat al oe Rw ns See oe ie .20 (.25) 
Fully dilited Goo cee Pec cays neha yiae tact era aca ve acetone 18 


The condensed balance sheet of International Drilling Fluids (U.K.) Limited at September 30, 1974 was as follows: 


Working Capital !2.0%5 ous cots. aiecee ante Sina 20 emer Becontree ee $171 23)367 
FING ASSEES 2 Bec A eke x, sins eee ticles Airtel Ene acti sete Megat ea ey a ZeoP298, 

Fotal assets e.g 2 Fo wee rand oer ete ae ne ert a $1,404,660 
AGVancestrom irans=-GalnacacROSOurGes | LCase ares ameenin ety eta mtr aa nae ene nee a Seto 325 
Deferred tax HPL LA a) ee Oe gn ye) Tes Ret ps sno OS a 74,124 
Shareholders’ equity aay Givecaics Seeger eae ee ncste neem av ay Sees oe gee ea Pe a Se UST 213 


Total Nabilitiess 20%. co5 inti eon tears ro tara ere ate ey te eee ee $1,404,660 


The assets and liabilities at September 30, 1974 of the other 50% owned companies are not significant in relation to 
Trans-Canada Resources Ltd. 


The Company and various of its subsidiaries have entered into lease agreements for premises at annual rentals ap- 
proximating $70,000 as at October 31, 1974 and for various terms expiring up to 1978. 


The Company is the defendant in two lawsuits, the first claiming $185,000 plus interest and costs and the second 
claiming $61,250 in damages. Both actions are being contested by the Company and a counter-claim has been filed 
on the first action. 


The principal operating subsidiaries of the Company that have been consolidated consist of the following: 


Year-end 
International Drilling Fluids (U.K.) Limited September 30, 1974 (a) 
International Drilling Fluids Limited September 30, 1974 (a) 
Trans-Canada Resources (U.K.) Limited October 31, 1974 
Jagor Resources Ltd. October 31, 1974 
International Drilling Fluids Limited October 31, 1974 
Oilind Safety Engineering Ltd. October 31, 1974 
Oilind Safety Engineering Inc. October 31, 1974 


eae 1) 


The minor and inactive subsidiaries of the Company that have been consolidated consist of the following: 


Year-end 
Trans-Canada Exploration & Mining Ltd. October 31, 1974 
Trans-Canada Oils (Sask.) Ltd. October 31, 1974 
Trans-Canada Resources (U.S.) Inc. October 31, 1974 
International Drilling Fluids Inc. October 31, 1974 
International Drilling Fluids Ltd. October 31, 1974 
International Drilling Fluids B.V. October 31, 1974 
Oilind Safety Services Ltd. October 31, 1974 
Oilind Limited October 31, 1974 


(a) Operating results of these companies are included in the consolidated statements for the nine months to July 31, 
1974, at which date the Company's interest was reduced to 50%, and the equity method of accounting was 
adopted for the Company's investment. (See Note 11). 


14. Subsequent events: 


(a) Subsequent to the year-end the Company sold an interest in a producing property for $800,000 and committed to 
spend $400,000 by December 1, 1975 on development of the property or alternately to repay $300,000 to 
repurchase a portion of the interest sold. 


(b) Subsequent to the year-end the Company agreed with the holders of its 9% Series ‘‘A’’ Convertible Debentures, 
subject to the approval of certain regulatory bodies, to make the following changes in the terms of the debentures: 


(i) Interest deferred to be paid and future interest to be paid when due. 


(ii) Conversion prices to be changed to 50c per share from December 15, 1974 to December 14, 1975, and to 
62-1/2c per share from December 15, 1975 to December 14, 1976, and to 75c per share from December 15, 
1976 to December 14, 1977. 


(iii) The right of the Company to call the Debentures on or after December 15, 1975 is to be cancelled. 


(iv) The Debentures shall be automatically converted to common stock when the market price of the stock on the 
Toronto Stock Exchange is, for a period of ninety consecutive days, above twice the highest conversion price in 
effect during that period. 


(v) The Company shall grant a specific charge to the Debenture holders on its producing oil and gas properties sub- 
ject to permitted encumbrances not exceeding $150,000 and shall also pledge as collateral its shares of Interna- 
tional Drilling Fluids (U.K.) Limited. 
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CORPORATE INFORMATION 


Incorporation Auditors 

Province of British Columbia Price Waterhouse & Co. 

Head Office Calgary, Alberta 

600 - 310 Ninth Avenue, S.W. Legal Counsel 

Calgary, Alberta T2P 1K5 Howard, Dixon, Mackie, Forsyth 
Registered Office Calgary, Alberta 

Suite 1680, One Bentall Centre Guild, Yule, Schmitt, Lane & Murray 
505 Burrard Street Vancouver, British Columbia 
Vancouver 1, British Columbia Shares Listed 

Registrars and Transfer Agents Toronto Stock Exchange 

Canada Permanent Trust Company Vancouver Stock Exchange 


— Calgary, Alberta 
— Vancouver, British Columbia 
— Toronto, Ontario 
Bankers 
The Royal Bank of Canada 
Calgary, Alberta 
First National City Bank 
London, England 


Principal Subsidiaries and 50% Owned Companies 


T.C.R.’s Type and Area 
Company Name Interest Incorporation of Operation 
International Drilling Fluids 100% Bahamas Drilling fluids — 
Limited Spain 
Trans-Canada Resources 100% UK Oil and gas — 
(U.K.) Limited U.K. North Sea 
Jagor Resources Ltd. 53% Canada Oil and gas — 
Western Canada 
Oilind Safety Engineering Ltd. 100% Alberta Safety engineering — 
Canada 
Oilind Safety Engineering Inc. 100% Delaware Safety engineering — 
UESTAG 
International Drilling Fluids DO a UK: Drilling fluids — 
(W.K.) Limited mainly U.K. North Sea 
Oilind Safety Engineering 50% Bermuda Corrosion inhibitors — 
(Int'l) Ltd. Iran 
International Drilling Fluids 50% Bermuda Drilling fluids — 


Limited worldwide 
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In the long run, if Canada is to maintain a 
viable petroleum and natural gas industry, 
there must be: 
® A political awareness of the need for con- 

tinued exploration and the development of 
new reserves; 

@ The industry must be assured of a period of 
stability if short and long term planning are 
to be meaningfully carried out; 

® There must be an understanding and recog- 
nition of the increased costs, including find- 
ing and operating costs, facing the industry; 

@ There must be an understanding of the com- 
petitive realities in other areas of the world, 
both for our Canadian industry's capital and 
expertise; 

@ There must be the opportunity for the Cana- 
dian industry to obtain a rate of return, com-- 
mensurate with the industry's risk; 

@ And, there must be created an “investment 
climate” which will not only encourage the 
full expenditure of existing companies’ cash 
flow, but which will attract needed new in- 
vestment capital. 


— Scotty Cameron, General Manager 
Independent Petroleum Association of Canada 
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